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ORGANIZATIONS  AND  AGREEMENTS  LINKING  DIFFERENT  BRANCHES 
WITHIN  THE  AGRICULTURAL  SECTOR 
Commission  Communication  to  the Council 1 .  INTRODUCTION 
QRG.~J!.LU\I  .. LQ.NUlliLAGREEMENTS  L I  NK..ll:!.G_Q I  FFERENT 
BRANCH_!;.$  WI I!i..LN_IHE  ~-GR I  CUL TUBAL  SECTOR 
When  the  Agriculture  Councl I  of  Ministers  met  on  21  to  25  Apr I I  1986,  to 
review  prices  and  related measures  for  1986/87,  the  Commission  announced  its 
Intention  to  submit  a  report,  with  proposals,  on  the  creation of  a  Community 
framework  for  joint organizations  and  agreements  Involving  different  branches 
within  the  agriculture  sector  broadly  defined. 
At  the  European  Councl I  meeting of  12  and  13  February  1988,  the  Commission 
confirmed  Its  Intention  to  draw  up  a  report  on  Inter-branch  cooperation  and  to 
present  Its conclusions  to  the  Councl 1.(2) 
In  accordance  with  these  undertakings,  the  Commission  out I lnes  In  this 
communication  Its  thinking  on  problems  connected  with  these  agreements  and 
organizations under  the  common  agricultural  pol Icy. 
The  concept  of  "Inter-branch  arrangements"- In  French,  the  ~rprofessiQ.O..::. 
-may  be  defined  In  practical  terms  as  that  of  the  relationships  woven  between 
the  various occupational  categories  Involved  In  the  production,  marketing  and 
-where appropriate- processing of  any  given  agricultural  product  or  product 
group.  The  relations  are  vertical  rather  than  horizontal,  and  this  Is  the 
main  feature  of  this  area  of  activity. 
Vertical  relations distinguish  inter-branch  arrangements  from  horizontal-type 
action  such  as  that  of  producers'  groups  developed  by  Community  regulations 
with  the objective,  among  others,  of  promoting  the  concentration of  supply  of 
agricultural  products  and  Its  adaptation  to market  requirements. 
However,  It  Is  a  fact  that  whl  le  Community  regulations  have  drawn  fairly 
heavl lyon  the  operations  of  agricultural  producers'  groups  among  the 
Instruments  mobl llzed  for  the  Implementation  of  the  CAP,  they  have  so  far 
provided  for  action  between  entitles having  ~L&nl  functions  in  agriculture 
only  on  a  limited,  If  not  restrictive,  scale,  although,  In  practice,  there  are 
schemes  I Inking  different  branches  within  agriculture  In  the  Member  States. 
2.  A CLEAR  ROLE  FQR  PRODUC£R  GROUP~ 
The  adoption of  Community  regulations on  producer  groups(3)  has  been  shown  to 
be  the  right  approach  to  tack! lng  serious structural  defects  hampering  the 
supply  of  agricultural  products- defects  serious  enough  to  Jeopardize  the 
achievement  of  CAP  objectives. 
(1)  See  point  L  "Inter-trade  ('lnterprQf~_tlQ!l')"  In  the  final  compromise 
adopted  by  the  Councl I:  "The  Councl I  noted  a  statement  by  the  Commission 
announcing  Its  Intention of  submitting  a  report  accompanied  by  proposals 
on  the  creation of  a  Community  Inter-trade  framework". 
(2)  See  point  D ''Inter-professional  cooperation"  In  Annex  IV  to  the 
conclusions of  the  European  Councl I  (SN/461/1/88). 
(3)  Councl I  Regulation  (EEC)  No  1360/78 on  producers'  groups  and  their 
associations. 
Councl I  Regulation  No  136/66/EEC  on  the  establ lshment  of  a  common 
organization of  the  market  In  ol Is  and  fats  (Article  20c). 
Councl I  Regulation  (EEC)  No  1696/71  on  the  common  organization of  the 
market  In  hops  (Article 7). 
Councl I  Regulation  (EEC)  No  1035/72  on  the  common  organization of  the 
market  In  fruit  and  vegetables  (Article  13). 
Councl I  Regulation  (EEC)  No  707/76  on  the  recognition of  producer  groups 
of  silkworm  roarers. 
Councl I  Regulation  (EEC)  No  389/82  on  producer  groups  and  associations 
thereof  In  the  cotton sector. - 2  -
The  task  of  the  producer  groups  has  thus  natural Jy  been  that  of  promoting 
~M.!..r:.atl.Qn of  stUlrllY  and  .adaptat Jon  of  product Jon  to  market 
~~n.t~  through  aooroprlate  dlsclpl lnes  as  regards  production  and 
marketing,  worked  out  and  appl led  by  their  members(1).  The  constitution, 
recoanltlon  and  operation of  producer  groups  are,  of  course,  In  1  lne  with 
clear  Community  criteria.  Beyond  this structural  work,  the  producer 
groups  have,  as  regards  certain sectors,  been  given  duties  1 Inked  more 
~Ql~  to  the  man.a~~nt of  the  market  organizations. 
-Thus,  for  Ql  lve  Ql  I,  the  groups  have  been  asked  to  carry out,  among 
other  things,  some  work  connected  with  the  operation of  the  production 
aid  scheme(2). 
-For~. the  groups  can  be  asked  to manage  the  production  aid  scheme, 
which  may  enable  them  to  finance  some  market  stabl I izatlon 
operations(3). 
-However,  the  products  for  which  most  powers  of  Initiative as  regards 
market  stabl izatlons  have  been  entrusted  to  the  groups  are  fruit  and 
~~~.  the  operation of  the  groups  being  dovetal led  Into 
Intervention  schemes:  where  there  Is  a  crisis on  the  market,  the  fruit 
and  vegetable  producer  groups,  acting on  behalf  of  their  members, 
withdraw  produce  from  the  marketing  channels  and  make  reimbursements 
under  Community  regulatlons(4). 
3.  QUTLI~E  FOR  A ROLE  FOR  INTER-BRANCH  INITIATIVE 
In  certain circumstances,  cooperation  and  joint  action  between  firms 
operating  In  different  areas  of  agriculture,  subject  to  the  conditions 
out! lned  In  Regulation  No  26  of  Councl 1(5),  subject  to  compl  lance  with  the 
competition  rules  of  the  Treaty,  In  particular Article 85,  which  prohibits 
agreements,  decisions  and  practices  between  undertakings  I lable  to affect 
trade  between  Member  States or  to markedly  Interfere with  competition. 
Exemptions  from  these  rules  are  available.  However,  In  this case,  where 
Inter-branch  arrangements  do  nnot  comply  with  the  existing  conditions of 
exemption,  special  measures  wl  I I  be  needed  based  on  Articles  42  and  43  of 
the  Treaty(6). 
(1)  For  fruit  and  vegetables,  In  order  to strengthen  the  work  of  the  producer 
groups  and  thus  facl I I tate greater  market  stabl 1 lty,  the  rules  adopted  for 
Its members  by  a  group  In  a  given  region  can,  In  certain circumstances,  be 
extended  to  non-member  producers  as  well  in  that  region  (Art lcle  15b  of 
Regulation  (EEC)  No  1035/72. 
(2)  Article  5  of  Regulation  No  136/66/EEC  and  Counci I  Regulation  (EEC) 
No  2261/84  lay  down  rules on  the  payment  of  ol lve  ol I  production  aid  and 
on  producers'  organizations. 
(3)  Article 7(1)(e)  of  Regulation  (EEC)  No  1696/71. 
(4)  Article  15  of  Regulation  (EEC)  No  1035/72. 
(5)  Councl I  Regulation  No  26  of  20  Apr I I  1962  applying  certain  rules of 
competition  to  production of  and  trade  In  agricultural  products. 
(6)  See  In  Annex  1,  the  rules of  competition  applying  to  Inter-branch 
agreements. - 3  -
So  far,  there  are  only  very  few  cases  of  specific provision  In  Community 
regulations  for  Inter-branch  action under  Articles  42  and  43. 
It  Is  true  that,  under  various  market  organlzatlons(1),  the  Councl 1  may, 
using  the  procedure  of  Article  43(2)  of  the  Treaty,  take  action  to 
~.urage ttJLlnJ.Lh1l.L~L not  only of  single  branches  but  also 
Initiatives  ln~lvlng mor~~Arr_Q~~u~Lafikh.  Such  Initiatives must, 
In  particular,  be  designed  to  facl I ltate  the  adaptation of  supply  to 
market  requirements  and  to  Improve  tho  organization of  production,  an~. 
according  to  case,  processing  and  marketing. 
However,  the  number  of  product  groups  for  which  action of  this  type  has 
actually  been  taken,  referring  expl lcltly  to  agreements  between  different 
branches,  Is  very  smal I: 
-for flax  and  hemp,  Community  regulations  authorize  the  retention of 
agreements  between  differing  branches operating  before  the  market 
organization was  set  up  and  has  provided  framework  provisions  covering 
these  agreements(2); 
-for sugar,  Community  regulations  have  also authorized  the  retention of 
very  detal led  Inter-branch  agreements  entered  Into  before  the  market 
organization was  set  up  and  have  provided  a  framework  for  these 
agreements  In  framework  rules  leaving  a  great  deal  of  freedom  of  action 
to  the  contracting parties,  subject  to  minimum  guarantees  prescribed 
under  the  market  organlzatlons(3); 
-as regards  processed  tomato  products,  the  Community  regulations  have 
recently  Introduced  Inter-branch  agreements,  as  a  source  of  decisions on 
restricting production,  alternative  to  the  Community  establ lshment  of 
guarantee  thresholds  which  have  become  necessary  to  achieve  control  of 
mounting  productlon(4). 
(1)  Councl I  Regulation  (EEC)  No  234/68  on  the  establ lshment  of  a  common 
organization of  the  market  in  I lve  trees  and  other  plants  (Article  2). 
Councl I  Regulation  (EEC)  No  805/68  on  the  common  organization of  the 
market  In  beef  and  veal  (Article  2). 
Councl I  Regulation  (EEC)  No  1308/70 on  the  common  organization of  the 
market  In  flax  and  hemp  (Article  2). 
Councl I  Regulation  (EEC)  No  2759/75  on  the  common  organisation of  the 
market  In  plgmeat  (Article  2). 
Councl I  Regulation  (EEC)  No  2771/75  on  the  common  organization of  the 
market  In  eggs  (Article  2). 
Councl I  Regulation  CEEC)  No  2777/75  on  the  common  organization of  the 
market  In  poultrymeat  (Article  2). 
Councl I  Regulation  (EEC)  No  1837/80 on  the  common  organization of  the 
market  In  sheepmeat  and  goatmeat  (Article  2). 
(2)  See  Annex  2. 
(3)  See  Annex  3. 
(4)  See  Annex  4. - 4  -
In  practice,  however,  Inter-branch  machinery  and  agreements  are  operated 
In  many  Member  States,  although  numbers  vary  a  good  deal  from  Member  State 
to  Member  State  (1). 
4.  IHE  FITTING_Q[_~R-BRANCH ARRANGEMENTS  INTO  THE  NEW  PROCESS  OF 
ADAPTATION  OF  COMMU!.li.D'  AGRICULTURE 
The  CAP  has  moved  through  several  stages since  Its  Inception,  and  ongoing 
adaptation  has  been  needed  to  solve  the  various  problems  that  have  arisen 
over  the  years.  Those  the  Community  now  has  to  contend  with  have  already 
been  discussed  In  ful I  by  the  Commission:  they  are  due  to  the  relentless 
bul ld-up of  surpluses  of  many  products,  disposal  of  which,  whether  within 
the  Community  or  on  the  world markets,  Is  becoming  Increasingly  difficult 
and  Increasingly  costly(2). 
In  this connection,  the  Commission  has  already  made  It  clear  that  It 
bel loves  that  Community  agriculture  Is  bound  to  lose  drive  and  efficiency 
If  It  Is  al lenated  or  shielded  from  the  laws  of  the  market  and  from  socio-
economic  change  In  the  world  In  general. 
As  a  result,  the  Commission  has  proposed  the  following  priorities  In  the 
work  to press  through  adaptatlon(3). 
-gradual  cut-back  of  production of  surplus  products  and  moderation  of  the 
cost  to  be  borne  by  the  taxpayer; 
-promotion of  diversification  and  qual ltatlve  Improvements  In  production 
on  the  basis of  the  Internal  and  external  markets  and  the  desiderata  of 
users; 
-more effective  and  systematic  handl lng  of  problems  connected  with  the 
Incomes  of  smal I  farms; 
-support of  farming  In  areas  where  it  Is  vital  to  regional  development, 
the  protection of  social  equl I lbrla  and  the  safeguard of  the  environment 
and  the  countryside; 
-promotion of  Increased  awareness  among  farmers  of  environmental 
problems; 
-contribution to  the  development,  In  the  Community's  territory,  of  firms 
and  Industries  processing agricultural  products,  so  that  agriculture  can 
be  properly  Involved  In  the  major  technical  changes  now  occurring. 
(1)  See  Annex  5 
(2)  Perspectives of  the  common  agricultural  pol Icy,  COM(85)333  final,  13  July 
1985. 
(3)  A future  for  European  agriculture,  COM(85)750  final  of  18  December  1985, 
p.  5. - 5  -
As  the  dlsequl I lbrlum  between  supply  and  demand  Is  the  key  to  the  problems 
now  besetting  the  CAP,  it  Is  only  natural  that  the  main  instrument  used  to 
restore order  on  the  markets  has  been  pol Icy  on  prices  and  markets(1}. 
Wishing  to ensure  mutual  consistency  between,  and  convergence  of,  the 
pol Icy  on  prices  and  markets  and  the  pol Icy  on  structures,  the  Commission 
has  also  proposed  a  set  of  supplementary  measures  of  a  soclo-structural 
character.(2)  These  proposals  were  the outcome  of  Its  tentative studies 
In  this connection  following  the  wide-ranging  debate  on  the  ''Green 
Paper"(3). 
Among  the  main  objectives of  those  measures,  the  Commission  stressed  that 
they  should: 
-help farmers  to  adapt  to  new  conditions on  the  markets  by,  In 
particular,  diversifying  production or  Improving  Its  qual lty  and  by 
active  research  for  outlets,  and  by  taking more  systematic  guidance  from 
medium- and  long-term  market  trends; 
- give  Increased  support  to structures  that  can  facl I I tate  disposal  of 
production  through  better  organization of  production  and  development  of 
processing. 
More  recently,  In  the  Explanatory  Memoranda  attached  to  Its  proposals  for 
the  1987/88  prlces(4),  the  Commission  stated  that  ''the  aim  of  the 
Introduction of  more  flexible  Institutional  Instruments  for  market  support 
Is  not  to  replace order  by  anarchy  but  to  stimulate  the  establ lshment  of 
new  structures,  In  the  preparation  and  operation of  which  farmers  and 
their  organizations  wl  I I  play  a  more  active  role". 
The  Commission  stated  Its  preparedness  In  certain circumstances  to 
facl I I tate  a  developing  trend  In  contractual  relationships  between  farming 
and  processing,  In  particular  In  the  form  of  Inter-branch  agreements.  It 
stressed  that  the  aim  was  not  to  bul ld  something  out  of  nothing,  as  there 
were  already  good  models  In  the  Community,  but  there  was  a  need  to make  a 
start  In  this direction. 
As  Institutional  market  support  Instruments  are  rendered  more  flexible, 
the  Commission  reaffirms  Its  view  that  In  some  sectors,  flexible  machinery 
for  concerted  discussion  and  cooperation  between  the  various  types  of 
firms  Involved  In  production,  processing  and  marketing  of  agricultural 
products  must  also  be  developed. 
(1)  Memorandum  on  cereals,  COM(85)700  final,  14  November  1985. 
Memorandum  on  beef/veal,  COM(85)834  final,  18  December  1985. 
Proposals  on  the  1985/87  prices,  COM(86)20  final,  6  February  1986. 
(2)  COM(86)199  final,  21  April  1986. 
(3)  They  were  supplemented  by  proposals on  aids  to  Income  and  Incentives  to 
stock  farming,  COM(87)166  final,  15  Apr I I  1987. 
(4)  COM(87)1  final,  18  February  1987,  p.  16,  point  30. - 6  -
Such  a  structure  should  help  correct  the  dispersion of  supply  which  Is 
endemic  In  certain agricultural  product  sectors.  The  establ lshment  of 
producer  groups  has  for  some  sectors  and  In  some  regions,  brought  good 
results.  However,  the  trend  towards  tho  concentration of  marketing  and 
processing  activities,  together  with  the  Imbalances  between  supply  and 
demand  which  now  prevail  In  certain markets,  suggest  that  the  policy  on 
producer  groups  should  be  pursued  by  action  In  support  of  voluntary  Inter-
branch  cooperation  In  case existing  Instruments  are  Insufficient  to 
achieve  tho objectives of  Article  39  of  the  Treaty. 
Tho  Commission  also  takes  the  view  that  developing  Inter-branch 
cooperation  and  Integrating  It  within  the  process of  adapting  Community 
agriculture  Is  In  I lne  with  the  need,  already  stressed(1): 
"gradually  to  reduce  production  In  the  sectors which  are  in  surplus  and 
to  al levlate  the  resulting  burden  on  the  taxpayer", 
-"to Increase  the  diversity  and  Improve  the  quality  of  production  by 
reference  to  the  Internal  and  external  markets  and  the  desires of 
consumers", 
-"to contribute  to  the  development  In  the  Community  of  industries  which 
process  agricultural  produce,  and  thus  involve  agriculture  in  the 
profound  technological  changes  which  are  taking  place". 
The  posslbl I ity of  guiding  or  "modulating"  production,  marketing  and 
processing  under  joint  agreements  on  the  basis of  outlets  and  of  the  new 
CAP  guldel lnos  should  provide  timely  and  valuable  support  for  the  efforts 
being  made  to  bring  supply  more  closely  In  I lne  with  demand,  and  thus 
achieve  market  equl I lbrlum:  for  adjustment  of  production,  marketing  and 
processing  In  this  way  should  make  It  possible  to: 
- ensure  that  operators  handl lng  the  product  groups  concerned  assume 
greater  responsibl I ity  for  their  decisions; 
-achieve qual ltatlve  Improvement  In  output  because  farmers  wl  11  allow  for 
changes  ental led  by  changes  In  consumption  or  processing  techniques  once 
they  are  Informed  of -or have  a  stake  In- the  future  of  their 
products,  In  the  economic  process,  once  they  leave  the  farm; 
-achieve an  adjustment,  and  perhaps  even  conversion,  of  production  as  a 
result  of  a  tighter  approach  to  real  conditions  as  regards outlets on 
the  basis of  a  closer  I Ink  between  the  various  stages of  production, 
marketing  and  processing; 
- facl I ltate,  through  Inter-branch  cooperation  Itself, efforts  to  find  new 
types  of  product  and  new  outlets. 
(1)  A future  for  Community  agriculture,  COM(85)750  final,  18  December  1985, 
p.  5. - 7  -
The  creation of  machinery  for  Inter-branch  cooperation  would  also,  In  the 
Commission's  view,  be  In  I lne  with  Its  pol Icy  of  maintaining  and  promoting 
qual lty agricultural  products,  which  could  be  of  great  benefit  to  rural 
soclety.(1) 
As  announced,  the  Commission  Is  drawing  up  a  package  of  proposals  covering 
labels,  and  the  protection of  Indications of  geographical  origin  for 
agricultural  and  food  products.  A draft  Councl I  regulatlon(2)  concerning 
organic  farming  methods  and  the  use  of  this description  has  already  been 
forwarded. 
Cooperation  between  the  various categories  Involved  In  production 
processing  and  marketing  would  probably  encourage  the  development  of 
pol lcles emphasising  qual lty  by  providing: 
-a suitable  framework  for  Identifying  product  characteristics and  for 
laying  down  precise  rules  regarding  their  production or  composition; 
-an  Instrument  for  Implementing  and  overseeing  such  rules  which  would  be 
alI  the  more  effective  In  that  they  had  been  agreed  to  voluntarl ly. 
5.  CONCLUSIONS 
The  Commission  Is  convinced  that  developing  Inter-branch  cooperation  In 
agriculture can  help  to: 
- Improve  the  profltabl I lty of  farming  by  strengthening marketing 
coordination  and  exploiting  qual ltltatlvo and/or  regional 
characteristics; 
-optimize  trading  potential  through  Increased  knowledge  of  markets  and 
market  trends  (volume,  and  qual lty/varletles demanded); 
-curta! I  pub! lc  intervention  In  the  form  of  withdrawals  from  the  market. 
It  Is  not  possible  at  this stage  to  envisage  the  extension  to  al 1 
agricultural  sectors of  the  posslbl I lty  of  setting up  Inter-branch 
organizations,  and  of  developing  contractual  relations  between  farmers, 
processors  and  traders  In  the  form  of  Inter-branch  agreements.  The 
experience of  the  Commission  In  this  field  has  been  positive  but  I lmlted 
to  particular  sectors  (see  point  3  above). 
(1)  The  future  of  rural  society  (COM(88)501  final,  29.7.1988,  p.  40). 
(2)  COM(89)552  final  of  6  December  1989. - 8  -
The  Commission  consequently  takes  the  view  that  a  Community  framework  for 
Inter-branch organizations  and  agreements  In  agriculture  Is  best  operated 
on  a  sectoral  and  pragmatic  basis.  The  Community  should  focus  Its 
attention chiefly on  sectors where  Integrating  Inter-branch activities 
with  CAP  Instruments  would  for  the  economic  characteristics of  the  market 
organization  and/or  on  sectors with  specific problems  which  cannot  be 
satlsfactorl ly  dealt  with  under  the  existing  rules.  This  means 
concentrating on: 
-sectors  In  which  the  contractual  economy  Is  of  special  significance 
(whether  or  not  there  Is  a  common  organization of  the  market); 
-sectors  In  which  the  common  organization of  the  market  does  not  provide 
for  any  direct  Instruments of  Intervention. 
The  Commission  wl  I I  present  to  the  Councl I  appropriate  sectoral  proposals 
based  on  Member  States'  reactions  to  this communication  and  Its own 
analysis of  economic  requirements. 
At  present,  the  Commission  takes  the  view  that  associating  inter-branch 
activities with  CAP  Instruments  for  the  sectors  concerned  should  In  any 
case  be  carried out  In  accordance  with  certain principles: 
(1)  Inter-branch organizations  should  provide,  within  their  production 
area,  - a  forum  where  farmers,  processors  and  traders  can  meet  and 
exchange  Information  on  a  voluntary  basis  as  their  objective  should 
be,  In  particular,  to  seek  a  fair  balance of  advantages  and 
obi lgatlons  among  the  different  professional  categories;  the  creation 
and  operation of  these organisations  should  be  undertaken on  a  basis 
of  equal  participation; 
(2)  Inter-branch  action  should  consist  primarily of: 
steps  to  Improve  market  transparency  (price  trends,  forecasts 
regarding  the  means  of  production,  supply,  demand,  and  so on); 
the organization of  sectoral  relations,  e.g.  standard contracts, 
approval  of  conformity  with  norms,  (monitoring  observance  of 
Community  qual lty  control  standards); 
the  promotion  of  the  sector's products  on  domestic  and  foreign 
markets; 
research  (new  uses,  research  and  development  programmes); 
(3)  para! tel  steps  should  be  taken  to ensure  that: 
markets  Inside  the  Community  are  not  compartmental lzed; 
the  proper  functioning  of  the  various  market  organizations  is 
respected; 
the  following  do  not  occur: 
a)  distortion of  competition which  is  not  necessary  to  achieve  the 
CAP  objectives of  Inter-branch activities; 
b)  price  and  quota  fixing; 
c)  discrimination;  and 
d)  el lmlnatlon of  competition  In  most  of  the  product  sectors 
concerned. 
(1)  Without  preJudice  to  the  controls undertaken  by  the  competent 
authorities. - 9  -
(4)  without  surrendering  the  principle of  voluntary  participation  by  the 
economic  operators  concerned  by  the  establ lshment  of  an  Inter-branch 
organisation,  It  should  nevertheless  be  possible  to  examine  one 
posslbl I lty of  strengthening  and  of  enhancing  the  value of  Inter-
branch  activity,  while  respecting  the  rules of  the  Treaty  :  the 
posslbl I lty,  under  certain conditions  and  In  keeping  with  strict 
criteria,  of  extending certain  Inter-branch  dlsclpl lnes  to operators 
who  are  not  members  of  the organisation. 
In  addition,  a  series of  provision  and  procedures  wl  I I  be  needed  to  cover 
the  recognition of  Inter-branch organizations  by  national  authorities,  and 
the  Commission  should  be  vested  with  permanent  supervisory  powers  to 
ensure  the  above  principles are  respected. - 10  -
ANNEX  1 
Rules  of  comoetitlon 
a~able In  certain circumstances 
llLloter-branch  agreements  In  agriculture 
Article  42  of  tho  EEC  Treaty  stipulates  that  the  Chapter  relating  to  rules on 
competition applies  to  production of  and  trade  In  agricultural  products only 
to  the  extent  determined  by  the  Councl I  within  the  framework  of  Article  43  and 
In  accordance  with  the  procedure  laid  down  In  that  Article,  having  due  regard 
to  the objectives set  out  In  Article  39 
Among  measures  forming  the  first  steps  In  the  creation of  the  CAP,  the  Councl  1 
adopted  Regulation  No  26  on  4  Apr I I  1962,  applying  certain  rules of 
competition  to  the  production  of  and  trade  In  agricultural  products. 
Regulation  No  26  lays  down  the  principle  that  Articles  85  to  90  of  the  EEC 
Treaty  -1 .e.  the  rules  on  restrictive  agreements,  cartels and  dominant 
positions,  Including  publ lc  undertakings  and  monopol les,  and  provisions 
Implementing  these articles- apply  to  the  production of  and  trade  In  Items 
1 lsted  In  Annex  I I  to  the  Treaty,  as  wei  I. 
The  first  sentence of  Article  2(1)  of  this  Regulation  concedes,  however,  two 
exceptlons(1)  to  this  rule: 
tho  first  exception  Is  In  favour  of  agreements,  decisions  and  practices 
which  form  an  Integral  part  of  a  national  market  organization.  In  view  of 
the  development  of  the  EEC  market  organizations,  the  scope  of  this first 
waiver  has  now  become  very  I lmlted  In  practice; 
the  second  exception  concerns  agreements,  decisions  and  practices which 
are  necessary  to  the  achievement  of  the objectives of  Article  39  of  the 
Treaty.  The  third  recital  In  the  preamble  to  Regulation  No  26  Indicates 
that  the  Intention  was  to  prevent  appl lcatlon of  Article 85(1)  of  the 
Treaty  (ban  on  agreements)  only  In  such  cases  where  appl !cation would 
prevent  the  CAP  from  achieving  Its goals. 
As  a  particular  case,  the  second  sentence of  Article  2(1)  provided  a  waiver 
for  certain agreements,  decisions  or  practices of  farmers  (those  concerned  are 
mainly  cooperatives)  where  they  meet  the  de  facto  conditions specified 
therein,  provided  the  Commission  does  not  Issue  a  formal  finding  that  the 
agreement  jeopardizes  the  objectives of  Article  39  or  el lmlnates  competition 
completely. 
(1)  The  exceptions  concern only  Article 85  of  the  Treaty,  1 .e.  agreements, 
decisions  and  concerted practices,  and  not  Article  86,  on  the  Improper 
exploitation of  dominant  positions. - 11  -
The  Commission  can  also  always  apply  Article 85(3)  of  the  Treaty  (decision, 
for  categories of  agreements,  exempting  them  from  the  requirements  of 
Article 85(1))  to  agreements  not  ranking  for  the  exemptions  of  Article  2(1)  of 
Regulation  No  26,  provided,  of  course,  that  the  conditions  under  which  this 
clause  can  be  Invoked  are  met. 
It  Is  Important  to  note  that  Regulation  No  26  does  not  apply  If  there  are 
subsequent  Councl I  Regulations  which  contain specific  rules  (eg.  Inter-branch 
agreements  In  the  common  organisation of  the  sugar  market). - 12  -
ANNEX  2 
The  framework  for  Inter-branch  aareements  In  the 
flax  and  hemo  market  organization 
The  Community  regulations stipulate  that  contractual  relations  between 
purchasers  and  growers  of  hemp  and  flax  straw  should  be  governed  by  framework 
provisions with  a  view  to  stabl I lzlng  the  market  and  facl I ltatlng  the  disposal 
of  the  relevant  products(1). 
The  framework  provisions  adopted  In  this connectional lowed  for  the  fact  that 
before  tho  EEC  market  organization was  set  up  there  were  already,  In  certain 
regions of  the  Community,  Inter-branch  agreements  with  standard  contracts with 
which  the  parties  had  to  comply.  The  right  to  conclude  such  standard 
contracts was  therefore  retained. 
For  this purpose,  the  Community  regulatlons(2): 
defined  Inter-branch  agreements  as  being  agreements  concluded  between  a 
producers'  organization  and  a  purchasers'  organization before  the 
conclusion of  Individual  contracts of  sale of  flax  or  hemp  by  the  grower 
himself 
laid  down  the  principle of  recognition of  the  producers'  and  purchasers' 
organizations  to  be  effected  by  the  Member  State  concerned; 
recognized  the  posslbl I lty of  the  definition,  under  Inter-branch 
agreements,  of  a  price which  can  be  used  as  reference on  the  conclusion of 
Individual  contracts; 
restricted  the  scope  of  Inter-branch  agreements  to  the  definition of 
standard contracts  complying  with  the  provisions  relating  to  the  sector 
and  with  the  principle of  non-discrimination  among  contracting parties. 
(1)  Article 6  of  Councl I  Regulation  (EEC)  No  1308/70 on  the  common 
organization of  the  markets  for  flax  and  hemp. 
(2)  Councl I  Regulation  (EEC)  No  620/71  establ lshlng  framework  provisions  for 
contracts concerning  the sale of  flax  and  hemp  straw. - 13  -
ANNEX  3. 
lhQ_!ramAwork  fQr  lnteL=P~nch agreements  In  the 
.s.Ygar  market  organ lilll.Q.r.ll.ll 
The  Community  regulations  Include  a  set  of  clear  and  exhaustive  provisions 
organizing  the  market  In  sugar,  which  Is  seen  as  a  processed  product.  For  the 
basic  products  (sugar  cane  and  sugar  beot),  the  regulations  have  laid  down 
rules ensuring  that  arrangements  similar  to  the  measures  taken  as  regards 
sugar  would  be  passed  on  to  these  products.  For  this  purpose,  contractual 
relations are  regulated  between  refiners  and  cane  and  beet  growers.  The 
rules,  however,  are  not  the  same  for  beet  and  cane. 
a)  As  regards  ~ontrama.L.J:§.lJLU.Qn_ue.tween ref I  D.lls  and  cane.  growers,  the 
Community  regulations merely  refer,  In  principle,  to  the  Inter-branch 
agreements(2),  and  there  Is  no  particular  framework.  Only  where  there  Is 
no  Inter-branch  agreement  are  the  terms  of  purchase of  sugar  cane  by 
refiners  to  be  fixed  by  tho  Commission,  acting  under  the  "management 
committee"  procedure.  Such  Intervention  by  the  Commission  has  so  far 
proved  necessary  on  only  two  occaslons(3). 
b)  On  the other  hand,  as  regards  contra~;_!.lHtLr.llitloos betw.e.n refiners  and 
~~qrower~. there  Is  a  substantial  set  of  framework  provisions  both  for 
the  inter-branch  agreements  themselves  and  for  contracts  concluded  between 
beet  sellers  and  purchasers,  In  particular  as  regards  terms  of  purchase, 
del Ivery,  receipt  and  payment  for  beet(4). 
As  regards  the  Inter-branch  agreements,  It  should  be  noted  that  the  beet 
planters  and  the  refiners  were,  In  most  Community  regions,  members  of 
organizations  which  had  traditionally  handled,  In  great  dotal 1,  the  terms 
of  purchase  and  del Ivery  of  beet.  The  framework  provisions  adopted  (5) 
therefore  had  the objective of  maintaining  for  these  groups  the  greatest 
possible  freedom  of  manoeuvre  In  their  efforts  to  defend  the  Interests of 
planters  and  refiners. 
It  Is  Interesting  to  note  that  the  Community  legislation defined  the 
concept  of  Inter-branch  agreement  In  very  broad  terms(6).  There  are  no 
less  than  4  typical  cases: 
(1)  Councl I  Regulation  (EEC)  No  1785/81,  30  June  1981. 
(2)  Article 7(2)  of  Regulation  (EEC)  No  1785/81. 
(3)  During  the  1970/71  and  1977/78 marketing  years  In  Reunion;  see  Regulation 
(EEC)  No  1609/70,  6  August  1970,  and  Regulation  (EEC)  No  69/78,  13  January 
1978  respectively. 
(4)  Article 7(1)  of  Regulation  (EEC)  No  1785/81. 
(5)  Councl I  Regulation  (EEC)  No  206/68,  20  February  1968,  laying  down  out I tne 
provisions  for  contracts  and  Inter-branch  agreements  for  the  purchase of 
boot.  (The  Regulation  uses  the  expression  "Inter-trade". 
(6)  Article  1(3)  of  Regulation  (EEC)  No  206/68. - 14  -
I)  an  agreement  concluded  at  Community  level  between  a  group  of  national 
manufacturers'  organizations  on  the  one  hand  and  a  group  of  national 
seller~·  organizations on  the other,  prior  to  the  conclusion of 
Individual  contracts  for  sale of  beet; 
1  I)  an  agreement  concluded  at  national  level  between  manufacturers or  an 
organization of  manufacturers  and  an  association of  sellers,  again  prior 
to  tho  conclusion of  Individual  sales contracts  (It  being  understood  that 
It  Is  for  each  Member  State  concerned  to  proceed  to  recognition of  the 
manufacturers'  organizations  and  sol lers'  associations).  This  agreement 
must  Include  an  arbitration clause(l); 
1 li)  the  provlsl  ons  of  company  law  or  of  the  law  on  cooperatives,  where  the 
provisions  normally  Included  In  the  above  agreements  or  the  arrangements 
referred  to  below  have  already  been  Included  In  the  company  or 
cooperative contract  formed  by  the  beet  growers  for  the manufacture  of 
sugar  under  their  own  responslbl I lty  : 
lv)  arrangements  made  by  the  sugar  manufacturer  with  his  sellers,  before  the 
conclusion of  the  del Ivery  contracts,  provided  the  sellers accepting  the 
arrangement  supply  at  least  60%  of  the  total  beet  bought  by  the 
manufacturer. 
The  scope  for  action of  the  Inter-branch  agreements  defined  In  this way  leaves 
a  great  deal  of  freedom  to  the  contracting parties  in  so  far  as  the  framework 
provisions set  out  a  wide  range  of  posslbl I I ties  In  a  I 1st  which  is  not 
exhaustlve(2).  However,  the  clauses  In  the  joint  agreements  may  in  no 
circumstances  encroach  on  matters  governed  by  the  framework  provisions  as 
regards  Individual  contracts,  and  In  particular  the  obi lgation,  for  these 
contracts,  to  comply  with  minimum  guarantees  required  both  for  the  plant  and 
for  the  processor(3). 
But  It  should  be  noted  that  Community  regulations: 
where  there  Is  no  arrangement  In  the  form  of  Inter-branch  agreements  on  the 
distribution  between  sellers of  quantities of  beet  which  the  refiner 
proposes  to  buy  before  sowlngs  for  the  manufacture  of  sugar  within  the 
basic  quota,  have  conferred  upon  the  Member  States concerned  the 
responslbl 1 lty  for  laying  down  rules  on  dlstrlbutlon(4); 
have  required  the  Member  States  to  verify,  on  a  regular  basis,  the 
consistency of  the  Inter-branch  agreements  with  Community  provisions, 
notably  as  regards  the  purchasing of  and  payment  for  beet(5). 
(1)  Article  13(1)  of  Regulation  (EEC)  No  206/68. 
(2)  Article  13(3)  of  Regulation  (EEC)  No  206/68. 
(3)  For  example:  normal  period of  del Ivery  of  beet  and  staggering  over  time, 
col lectlon centres,  Intake  places,  formal  verification of  sugar  content  on 
Intake etc. 
(4)  Councl I  Regulation  (EEC)  No  741/75,  18  March  1975,  establ lshlng  particular 
rules  concerning  the  purchase  of  sugar  beet. 
(5)  Commission  Regulation  (EEC)  No  1516/74,  18  June  1974. - 15  -
ANNEX  4 
~ontrlbutlon of  Inter-branch  agreements  to  the  control  of 
the  production of  tomato  products 
For  certain processed  products  based  on  fruit  or  vegetables,  a  production  aid 
system  has  been  Introduced  by  Community  Regulation  (1).  For  some  of  these 
products,  a  supplementary  scheme  of  guarantee  thresholds  at  Community  level 
corresponding  to  scope  for  disposal  has  been  added(2).  The  guarantee 
thresholds  system  has  the  effect  of  reducing  production  aid whenever  the 
threshold  Is  exceeded. 
This  Is  the  case  for  tomato  products.  Output  of  this  Item,  however,  soared 
during  1983/84  and  1984/85,  and  tho  overrun  beyond  tho  thresholds  was  so  wide, 
that  the  authorities were  obi lged  to activate more  restrictive measures  for  a 
I lmlted  period. 
These  temporary  measures  restrict,  for  each  processing  firm,  the  production of 
aid  to  those  quantities grown  during  a  reference  market  year.  The  measures 
have,  however,  been  relaxed  In  the  case  where  the  output  of  the  firms 
concerned  has  attracted a  restrictive measure  at  national  level.  In  this 
case,  the  quantities assigned  may,  to  some  extent,  exceed  the  reference 
quantities,  but  the  aid  Is  then  reduced  ~ro rata with  the  overrun of  these 
quantities. 
The  1 Imitation measure  may  be  a  result  either  of  a  national  measure  or  an 
Inter-branch  agreement.  As  regards  the  Inter-branch  agreements,  the  Community 
regulations merely  provide  for  clauses ensuring  that  the  quantities are 
allocated  by  firm  on  the  basis of  similar  criteria  In  the  various  Member 
States  (4).  The  Inter-branch  agreements  themselves  are  not  more  clearly 
defined either;  It  Is  simply  stipulated  that  they  must  have  been  endorsed  by 
the  Member  States  concerned  before  they  can  take  effect. 
(1)  Article  2  of  Councl I  Regulation  (EEC)  No  426/86  on  the  common  organization 
of  the  market  In  products  processed  from  fruit  and  vegetables. 
(2)  Councl I  Regulation  (EEC)  No  989/84,  of  31  March  1984  Introducing  a  system 
of  guarantee  thresholds  for  certain processed  fruit  and  vegetable 
products. 
(3)  Council  Regulation  (EEC)  No  1320/85  of  23  May  1985  on  temporary  measures 
for  production  aid  to  processed  tomato  products. 
(4)  Article  10  of  Commission  Regulation  {EEC)  No  2233/85  of  31  July  1985. - 16  -
ANNEX  5 
Inter  branch  agreements  In  the  Member  States{1) 
Belgium 
The  Belgian authorities  have  stated  that  the  National  Office  for  Agricultural 
and  Horticultural  outlets  Is,  In  some  respects,  an  organization  sponsoring 
cooperation  between  producers,  processors  and  dealers. 
This office  has  "marketing  funds"  and  "consultative sections"  organized  by 
sector,  the  purpose of  which  Is  to  promote  outlets  for  Belgian agricultural 
and  horticultural  products.  The  objective of  this machinery  consists  In 
Involving  alI  those  working  In  a  given  area  In  marketing  pol Icy,  either 
through  co-determination of marketing  pol Icy,  or  through  co-financing,  or 
both. 
The  Belgian authorities  have  also  reported  the  existence of  Inter-branch 
agreements  or  contracts  between  producers  and  processors  under  the  various 
frameworks  provided  for  In  Community  regulatlns  (e.g.  for  sugar,  or  as  regards 
contracts  related  to  the  grant  of  Community  aids). 
Germany 
The  German  authorities  have  reported  that  there  are  groupings  representing 
Inter-branch  Interests,  but  that  their  work  Is  restricted,  essentially,  to 
advisory  services  for  their  members  without  such  work  ental I lng  cooperation  In 
the  definition and  Implementation of  production or  marketing  rules. 
The  Germany  authorities stress  that  cooperation of  the  latter  kind,  If  It  were 
designed- for  example,  through  appl lcatlon of  such  rules  to  an  entire sector 
-to restrict  competition  and  freedom  of  movement,  would  confl let  with  the 
legal  principles  In  Germany. 
The  Spanish  authorities  have  reported  that  there  Is  Inter-branch  machinery  for 
sugar,  ml  lk,  cotton  and  fruit  and  vegetables  for  processing. 
The  legal  basis  for  the  agreements  Is  a  Law  of  26  May  1982  on  contracts 
relating  to agricultural  products.  The  purpose  of  the  pol Icy  on  contracting 
Is  to  create order  In  the  pattern of  contractual  relationships  between  farms 
and  Industrial  and  commercial  firms. 
This  Law  tends  to  give  a  special  status as  an  Instrument  to  Inter-branch 
agreements  having  the  following  objectives: 
(1)  The  Information  given  here  Is  based  on  repl les  sent  by  the  Belgian, 
German,  Spanish,  French,  Portuguese  and  United  Kingdom  authorities  to  a 
questionnaire  sent  out  on  7  August  1986  by  the  Commission  to  all  the 
Member  States. - 17  -
promotion of  market  stabl I lty  by  adaptation of  production  In  qual ltatlve 
and  quantitative  terms  to  domestic  and  export  demand, 
regularization of  transactions  by  the  determination of  prices  to  be  paid, 
terms  of  del Ivery  and  assurances of  mutual  compl  lance  with  obi lgatlons,  to 
underpin  tho  proper  operation  and  the  "transparency''  of  the  market. 
This  pol Icy  Is  supported  by  a  procedure  for  official  approval  of  the 
agreements  which  provides  access  to  various official  credit  and  col lectlve 
Insurance  schemes. 
France 
The  French  authorities have  stressed  In  particular  the  Law  of  10  July  1975 
(amended  In  1980)  on  agricultural  Inter-branch organization,  on  the  basis of 
which  about  25  Inter-branch  agencies  have  been  set  up  at  the  Initiative of  the 
private sector  itself.  These  private-law agencies  do  not  include 
representatives of  the  authorities. 
The  agreements  concluded  under  a  recognized  Inter-branch organization  can  be 
extended,  by  Inter-ministerial  decree,  to  the entire sector  concerned,  for  a 
given  period.  The  agreements  must  then  be  the  outcome  of  a  unanimous  decision 
taken  by  the  various  branches  concerned  and  have  the  effect  of  Improving 
Information  flow  on  supply  and  demand,  the  adaptation  and  stab! I izatlon of 
supply,  and  Inter-branch  relations  by  the  appl lcatlon of  standard  contracts 
and  the  Implementation  of  "common  measures". 
The  French  authorities  have  also  reported  that  there  are  other  Inter-branch 
agencies  set  up  before  the  Law  of  1975,  the  status of  which  was  endorsed  by 
this  subsequent  Law.  They  are  Inter-branch  committees  deal lng  mainly  In  wines 
of  designated origin  and  spirituous beverages. 
The  ltal lan  Pari lament  Is  studying  a  bll I,  sponsored  by  agricultural 
Interests,  on  Inter-branch  agreements.  The  objectives of  these  agreements, 
which  are  to  form  part  of  a  national  agricultural  plan,  will  Include: 
the  re-ordering  and  rational lzatlon of  production  (In  terms  of  quantity 
and  qual lty)  on  the  basis of  domestic  and  export  demand, 
the  determination  In  advance  of  the  prices of  products  and  the 
establ lshment  of  cropping  schedules, 
the  stabl I lzatlon of  general  production  and  terms  of  sale of  products  and 
of  supply  of  services. - 18  -
The  bitt  Includes  an  tncent lve  In  that  operators  working  under  such  joint 
agreements  would  qual lfy  on  a  priority basts  for  access  to  various 
modernization  and  reorganization aid  schemes. 
Netherlands 
The  "produktschappen",  "vertical"  Inter-branch  groups  with  a  status  In  publ lc 
law  were  sot  up  between  1954  and  1956.  Membership  Is  compulsory. 
They  have  two  types  of  responslbl I lty: 
autonomous  responslbl I lty  In  sectors specified  by  the  Law  which  set  them 
up.  Essentially  this refers  to  the  economic  organization of  the  activity 
(statistics,  qual lty  rules,  etc.)  but  also welfare  problems  (working 
conditions,  vocational  training), 
responslbll ltles  for  co-management,  I .e.  the  authorities  can  also entrust 
Implementation  of  a  government  decision  to  a  "produktschap";  for  the 
purposes  of  appl !cation of  the  common  agricultural  pol icy,  they  generally 
do  so. 
Por tugaJ... 
The  Portuguese  authorities  have  stated  that  there  are  no  Institutionalized 
Inter-branch  arrangements  In  Portugal. 
UnIted  K  I  ogdom 
The  United  Kingdom  authorities  have  stated  that  whl  le  It  Is  true  that  there 
are  In  Britain some  organizations comprising  representatives,  at  different 
levels,  of  the  production/processing/marketing  channel,  there  Is  no  Inter-
branch  organization ental I lng  vertical  cooperation within  the  sector.  Among 
the  organizations of  some  size,  the  United  Kingdom  authorities  have  mentioned: 
an  agreement  on  sugar  pursuant  to Community  regulations, 
the  statutory Meat  and  Livestock  Board,  set  up  to  Improve  the  efficiency 
of  the  stockfarmlng  and  meat  Industries, 
"Food  from  Britain",  an  organization set  up  to promote  marketing  of  food 
and  beverages. 
The  United  Kingdom  authorities  have  not  Included  the  "marketing  boards", 
agencies  responsible  for  control I log  the  markets,  on  the  grounds  that  they  do 
not  have  an  Inter-branch character. 